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The Company at a Glance... 


INTERCO is a major manufacturer and retailer of popular-priced con- 
sumer products and services represented by three operating groups. 


INTERCO Apparel Manufacturing Group designs, manufactures and distributes a 
full range of popular-priced branded and private-label sportswear, 
65t h casual apparel, and outer garments for men and women. Distribution 
is national in scope to major department stores, specialty shops, 
An n U al and other retail units. Substantial distribution, under private label, is 
made to large national retail chains. INTERCO’s apparel is produced in 
Re ort 51 manufacturing plants and shipped to customers from 11 major 
p distribution centers. 


General Retail Merchandising Group operates 655 retail stores in most 
regions of the country, offering to the entire family a wide assortment of 
popular-priced products and services. General retailing operations in- 
clude junior department stores, discount stores, men’s specialty apparel 
shops, specialty department stores and supermarket-type hardware, 
lumber and building materials stores. Stores are supplied from 8 modern 
regional distribution centers. 


Footwear Manufacturing and Retailing Group styles, manufactures and 
wholesales men’s, women’s and children’s footwear in most major price 
ranges in the United States and Canada, and manufactures and 
wholesales men’s footwear in Australia. Facilities include 34 shoe 
manufacturing plants and 7 major distribution centers. INTERCO also 
operates 867 retail shoe stores and leased shoe departments in the 
United States, Australia, Canada and Mexico. 
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Annual Meeting of Stockholders 
will be held at 10 a.m. on June 21, 1976 


Clayton Inn Center, 7777 Bonhomme, Clayton, Missouri 


Notice of the meeting and proxy statement 
will be sent to stockholders in a separate mailing. 


Fiscal Years Ended 


From operations: 
Net Salles ann tira cius ander anette cri 
Earnings before income taxes....... 
Net earnings saa: arent om eee ins 
Percentol net sales;..,...4-05 5. 
Per share of common stock: 
Fully diluted earnings........... 
Dividendse tee ee 


Financial condition at year end: 
Working: Capitalsaan.aseewss ewes te 
(GUPPONE TAOS Hh oo sic cor aetna cctye 
VObal @SSets in Aon wcities cosas semana were 
stockholders’ equity. ©... 2. 0...«: 
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average investment............. 


Shares outstanding at year end: 
Common Stock woe eae en 
ProterredsStoCks ci. ey ore 


Number of stockholders ..¢......<0.<000« 


Number of employees.............+..0055 
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Highlights 


February 28 
1975 


Change 


$1,376,365,000 $1,333,229,000 


132,652,000 
67,009,000 
4.9% 


$4.84 


$1.47 


119,436,000 
60,296,000 
4.5% 


$4.38 


$1.43 % 


$ 428,240,000 $ 387,829,000 
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Maurice R. Chambers / : 


Fiscal Year ended February 29, 1976, was another record year for your 
company ... the twelfth consecutive year of higher sales and earnings. 

The management of a company should be judged by how it performs 
during difficult economic years, as well as during good economic years. 

Consumer resistance during most of calendar 1975, along with a general lack 

of confidence — the lowest in many years — made it a very challenging year 

for our management group. INTERCO met this test during the fiscal year just To O U l 

finished. It is particularly pleasing to report, as a result of our management disci- 

plines and our ability to control our business, that we again had record sales... Stockho ders 
record earnings .. . and the strongest financial position in our long history. 

One of the great strengths of INTERCO today is that we have structured 
the company into several natural areas, within which each business is profes- 
sionally managed on an autonomous basis, thus creating an environment in which 
management can best meet the planned objectives of the corporation. 

Communication is achieved on a regular basis by meeting monthly at corporate 
headquarters with the presidents of our operating divisions for critical and objective 
reviews by the Operating Board. Strengths and weaknesses are identified with the 
constant objective of ‘‘accentuating the positive and eliminating the negative.”’ 

INTERCO’s program of expansion and diversification continued during fiscal 
1976 with the addition of two great apparel manufacturing companies, each with a 
long history of profitable consumer acceptance. Queen Casuals, Inc. was acquired on 
February 20, 1976, and Londontown Corporation on February 25, 1976. These two new 
member companies offer future growth opportunities in the apparel portion of our 
business. Londontown allows INTERCO to enter the fast-growing market of outerwear 
with a position of dominance. We invite you to familiarize yourself with these fine 
companies which are covered in pages eight through eleven of the Annual Report. 

Our program of diversification and expansion through profitable acquisitions 
will continue to be an important part of INTERCO’s planned growth. 

The quarterly common stock dividend was increased to 38 cents per share, with 
the January 5, 1976 payment, and represented the eleventh consecutive year in which 
the dividend rate was increased. This is equivalent to an annual rate of $1.52 per 
share. The recent April 5, 1976 quarterly payment was the 260th quarterly common 
dividend of your company without interruption. 

As I reported to you in the Interim Report to Shareholders on January 5, 1976, it 
will be recommended to the Board of Directors on June 21, 1976 that I be succeeded 
as Chairman of the Board and Chief Executive Officer by William L. Edwards, Jr., 
presently Vice Chairman of the Board and Chief Administrative Officer of the 
company. This election will assure a planned succession and continuity of the policies 
which have been developed during the past fourteen years. John K. Riedy will continue 
as President and Chief Operating Officer of INTERCO. 

It will also be recommended to the Board that I serve as chairman of the 
executive committee, and as a member of the audit, finance and executive compensa- 
tion committees of the Board of Directors. Mr. Edwards, Mr. Riedy and I will 
comprise the Office of the Chief Executive. 

We will continue to examine critically all operations to assure sound employ- 
ment of our assets, to maintain our aggressive cost control program, and to intensify 
our realistic profit improvement objectives. 

We are confident concerning INTERCO’s future. The company’s financial 
position is excellent and its products and services are competitive. We expect fiscal 
1977 to be another good year for your company. 

We are most grateful for the confidence shown by INTERCO’s investors, and 
are sincerely appreciative to our fine employees everywhere for their continued 
loyalty and dedication. 

We celebrate our country’s 200th anniversary this year, and we join all Amer- 
icans in paying tribute to those before us who made our present way of life possible. 


IAG: bh am bua! 


Chairman of the Board 
April 12, 1976 and Chief Executive Officer 3] 


Fiscal 1976 
in Review 


NET SALES 
Millions of Dollars 


9727374 75876 


@® As reported 
& 


Restated for companies 
acquired on a pooling of 
interests basis for years 
prior to their affiliation. 


Sales and earnings for the fiscal year ended February 29, 1976, 
were the highest in the company’s history. This was the twelfth consec- 
utive year in which new records in sales and earnings were established. 

Net sales were $1.38 billion, net earnings were $67.0 million and 
fully diluted earnings per share were $4.84. 

The company’s fiscal year ends on the last day in February. In this 
review, all reference to fiscal 1976 refers to the fiscal year ended 
February 29, 1976, and fiscal 1975 refers to the fiscal year ended 
February 28, 1975. 

The comparative financial statements and references to fiscal 
1975, shown in this report, have been restated to include the acquisitions 
of Queen Casuals, Inc. and Londontown Corporation, on a pooling of 
interests basis. 

The operating groups’ sales and earnings before income taxes, cor- 
porate expenses and interest cost for a five-year period were, 
in thousands of dollars, as follows: 


FISCAL YEARS ENDED 
1976 1975 1974 1973 1972 
Net sales: 
Apparel 484,590 469,476 427,764 373,866 314,937 
General Retail. . . 425,905 385,389 363,176 342,630 312,141 
Footwear....... 465,870 478,364 477,603 442,571 399,971 
otal wereen: $1,376,365 $1,333,229 $1,268,543 $1,159,067 $1,027,049 
Earnings before 
income taxes: 
Apparel........ 65,865 54,166 49,039 40,919 30,460 
General Retail. . . 30,211 25,281 23,798 18,181 17,983 
Footwear....... 44,683 51,370 45,697 43,642 37,219 
140,759 130,817 118,534 102,742 85,662 
Less corporate 
expenses and 
interest cost .. 8,107 11,381 10,336 7,991 8,302 
TAL ooo 4 0 $ 132,652 $ 119,436 $ 108,198 $ 94,751 $ 77,360 
As a percent of 
salesiny. fone. 9.6% 9.0% 8.5% 8.2% 7.5% 
SALES 


Net sales for the year were a record $1.38 billion, an increase 
of $43.2 million or 3.2% over the restated volume of $1.33 billion for 
fiscal 1975. Net sales of $1.22 billion were reported last year. 

The sales contribution by the operating groups of the company is 
compared in millions of dollars: 


Fiscal 1976 Fiscal 1975 % 
Sales % Sales % Change 
ADDarel ectrnaanee $ 484.6 S522 $ 469.5 3hu2 + 3.2 
General Retail..... 425.9 30.9 385.4 28.9 + 10.5 
KOOLWEaT eerie 465.9 33.9 478.3 35.9 - 2.6 
$1,376.4 100.0 Siposore 100.0 + 3.2 


The Apparel Manufacturing and General Retail Groups—represent- 
ing 66.1% of the sales of INTERCO for fiscal 1976—had a record year. 

Sales of the Footwear Group were down slightly from the record 
sales of last year. This reduction occurred in our footwear manufacturing 
business during the first half of fiscal 1976 as shoe retailers allowed their 
inventories to fall below normal levels. Footwear manufacturing orders 
picked up sharply in tke last half of the year and continue to be strong 
during the early part of our new fiscal year. The retail segment of our 
footwear business continued strong throughout the fiscal year ended 
February 29, 1976. 


The net sales of the company, by quarters, in millions of dollars were: 
Fiscal 1976 Fiscal 1975 


First quarteri cee ey eee a coon $ 309.9 $ 328.8 
BEGONC Mlartearine rm oe ee ete Re ciies B35.0 341.1 
Thirehqirartetenc. psee eras cots aetie as 369.5 348.0 
Pourtiqueanteteruasde coe moncnareotn aut 361.7 al5rs 

$1,376.4 $1,333.2 


EARNINGS 

Earnings before income taxes for fiscal 1976 were a record $132.7 
million, reflecting an increase of $13.3 million or 11.1% higher than the 
restated fiscal 1975 pre-tax earnings of $119.4 million. Pre-tax earnings 
reported in fiscal 1975 were $105.3 million. 

Pre-tax earnings of each operating group, before corporate 
expenses and interest cost, are compared in millions of dollars: 


Fiscal 1976 Fiscal 1975 % 
Amount % Amount % Change 
AD Dare leer en $ 65.9 46.8 $ 54.1 41.4 + 21.6 
General Retail....... 30.2 Z21no 25.3 19.3 + 19.5 
HOOLWEeaLeee ete 44.7 31.7 51.4 39.3 — 13.0 
$140.8 100.0 $130.8 100.0 + 7.6 


Less corporate 
expenses and 


IMtereSUCOSt sete: 8.1 11.4 aA hs} 
Earnings before 
income taxes...... $132.7 $119.4 +d 


The Apparel Manufacturing and General Retail Groups—represent- 
ing 68.3% of the earnings of INTERCO for fiscal 1976—had a record year. 

The decrease in the Footwear Group earnings in fiscal 1976 was 
attributable to footwear manufacturing, as our retail shoe business 
operated at a record high level. In fiscal 1975, the Footwear Group had a 
record year with an increase of 12.4% over fiscal 1974. 

Net earnings for the year were a record $67.0 million, an increase 
of 11.1% over the restated net earnings of $60.3 million in the previous 
year. The reported net earnings for fiscal 1975 were $53.6 million. 
INTERCO’s margin of profit—net earnings to net sales—continued to 
increase to a record 4.9% for fiscal 1976 compared with 4.5% restated 
for the prior year. 

Fully diluted earnings per common share were $4.84 for fiscal 
1976, an increase of $0.46 per share or 10.5% over restated $4.38 per 
share earnings in fiscal 1975. Fully diluted earnings per common share 
reported for fiscal 1975 were $4.47. 

Net earnings and fully diluted earnings per common share for each 
quarter are compared in the following: 


Net Earnings Net Earnings 


(In millions) per Share 
Fiscal Fiscal Fiscal Fiscal 
1976 1975 1976 1975 
PiPsucUanterarancweaacd katte S122 $12.9 $0.89 $0.94 
Second (uartere.. qe): ne cede ss 14.0 13.9 1.01 1.01 
lined quartetiar cement: ae tee ae 20.0 18.0 1.44 1.29 
Pourth quarters eis seeds sas 20.8 lag: nc50 1.14 
$67.0 $60.3 $4.84 $4.38 


FINANCIAL POSITION 
The company’s strong financial position showed continued improve- 


ment during the 1976 fiscal year. 
¢ The excess of current assets over current liabilities—the working 
capital of the company—reached a new record high of $428.2 
million at the end of fiscal 1976—an increase of $40.4 million over 


the previous year. 


NET EARNINGS 
Millions of Dollars 
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Fiscal 1976 
in Review 


STOCKHOLDERS’ EQUITY 
AND LONG-TERM DEBT 


Millions of Dollars 
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¢ The working capital ratio—current assets to current liabilities— 
was 4.2 to 1 at February 29, 1976. 

¢ Cash and marketable securities totaled $85.1 million at year-end, 
an increase of $37.0 million over one year ago, with no outstanding 
short-term borrowings. 

e Accounts Receivable were $177.8 million at February 29, 1976, an 
increase of 3.8% over one year ago. In the fourth quarter of fiscal 
1976, sales were 14.7% higher than the fourth quarter of last year; 
therefore, constant attention to the collection of receivables has 
kept the increase to a minimum. 

e Inventories were $293.2 million at year-end, higher by $26.9 million 
over one year ago. Inventories have increased, especially retail 
merchandise, and manufacturing raw materials and work in 
process, to satisfy the forecast of sales improvement going into 
fiscal 1977. 


¢ Long-term debt, less current maturities, represented 10.1% of the 
invested capital required for the company, and declined to $56.1 
million at February 29, 1976. 

Stockholders’ equity was $496.9 million at February 29, 1976—up 
11.1% from $447.1 million at the end of fiscal 1975. Book value per 
common share increased from $32.59 to $36.24 at February 29, 
1976, and the return on average stockholders’ equity was 14.1% 
for fiscal 1976. 


CAPITAL EXPENDITURES 

Expansion and modernization of operating facilities and retail loca- 
tions continued during fiscal 1976 with capital expenditures of $21.5 
million. Depreciation was $14.4 million for the year. 

INTERCO is budgeting $23 million for capital expenditures in 
fiscal 1977, largely for machinery and equipment, new apparel manufac- 
turing plants, new apparel customer distribution centers, and additional 
footwear retail and general retail locations around the country. Deprecia- 
tion is estimated to be $15 million in fiscal 1977. 


DIVIDENDS 

Cash dividends of $18.9 million were paid during fiscal 1976—$16.9 
million to holders of common stock, and the remainder to holders of pre- 
ferred stock and by pooled companies prior to combination. Fiscal 1976 
was the sixty-fifth consecutive year of cash dividend payments on 
INTERCO common stock. 

Quarterly common stock cash dividends per share were 
paid as follows: 


Fiscal 1976 Fiscal 1975 


Firstiquarteree accor ceo rein cae $0.367/, $0.34 

SCCONG qUAaLICL Eerie rene neers 0.367/, 0.36'/, 
Thitd quartersseers. anne ote 0.36'/, 0.36'/, 
Fourth qQuartetaee cece seater tae 0.38 0.36'/, 


COMMON STOCK 

There were 13,320,326 shares of common stock outstanding on 
February 29, 1976. 

The market price range per share of the company’s common stock, 
as quoted on the New York Stock Exchange, is shown in the following: 


. Fiscal 1976 Fiscal 1975 
Hirstiquarteleee wear eter $357/, — $261/, $313/, — $245/, 
Second quarter a. see ee eee 391/,— 28 27',,— 20'/, 
Third quarters sec meet nee 407/,— 29°/, 23'/,— 17 
POUTTGUATICT an ies enka 48 — 37 26'/,— 17 


The closing market price of INTERCO’s common stock on February 
29, 1976, was $44.50 per share. 


ACQUISITIONS 
¢ Sidney Gould Co. Ltd. was acquired for cash on March 3, 1975, and 
its results of operations are included herein for the first time. 


* Queen Casuals, Inc. was acquired on February 20, 1976, in an ex- 
change of 849,739 shares of INTERCO common stock for the 
outstanding capital stock of this major women’s casual apparel 
designer and manufacturer. 

¢ Londontown Corporation was acquired February 25, 1976, in an 
exchange of 931,089 shares of INTERCO common stock for the 
outstanding capital stock of this prestigious designer and manufac- 
turer of men’s and women’s outer garments. 


EXECUTIVE APPOINTMENTS 
The importance of providing continuity of capable and experienced 
corporate and divisional leadership resulted in the following appoint- 
ments during the year: 
= On June 16, 1975, the following corporate officers were elected by 
the Board of Directors: 


¢ William L. Edwards, Jr., formerly Senior Executive Vice President, 
Chief Administrative Officer and Treasurer was elected Vice 
Chairman of the Board and Chief Administrative Officer. 


¢ Edward P. Grace was elected Treasurer of the company. He was 
formerly Assistant Treasurer. 


¢ Stanley F. Huck, formerly Assistant Controller, was 
elected Controller. 


e Russell L. Baumann was elected Assistant Controller of 
the company. 


# On July 3, 1975, Saul Brodsky, formerly President, became Chair- 
man of the Board of The Biltwell Company, Inc., and Larry Pollack 
became its President. 

= J. Carl Powers, formerly Executive Vice President of International 
Shoe Company, was elected its President on December 9, 1975, suc- 
ceeding the late Edward J. Riley. Mr. Powers was also appointed to the 
Operating Board of INTERCO on the same date. 

= On March 8, 1976, the Presidents of INTERCO’s newest member 
companies—Queen Casuals, Inc. and Londontown Corporation—were ap- 
pointed to the Operating Board of INTERCO: 


e Harvey Saligman, President, Queen Casuals, Inc. 
¢ Jonathan P. Myers, President, Londontown Corporation. 


= On April 12, 1976, Stanley Matzkin, formerly Executive Vice Presi- 
dent of Devon Apparel, Inc., became its President, succeeding William 
Forman who is retiring on December 31, 1976. Also, Mr. Matzkin was ap- 
pointed to the Operating Board of INTERCO on April 12, 1976. 


NEW DIRECTOR ELECTED 
On June 16, 1975, Ronald L. Aylward, Vice President and General 
Counsel of the company, was elected to the Board of Directors. 


FORM 10-K—ANNUAL REPORT 

INTERCO will furnish to any shareholder, without charge, a copy 
of its current annual report on Form 10-K, as filed with the Securities and 
Exchange Commission. A copy of this report may be obtained by written 
request to the Treasurer, INTERCO INCORPORATED, Ten Broadway, 
St. Louis, Missouri 63102. 


TRADEMARKS 
The trademarks of INTERCO INCORPORATED and its sub- 
sidiaries, when used in the Annual Report, are italicized. 


Londontown 
Corporation 
joins 
INTERCO 


Londontown Corporation, headquartered 
in metropolitan Baltimore, Maryland, became a part of 
the Apparel Manufacturing Group of INTERCO on 
February 25, 1976. 

Londontown’s famous trademark London Fog is 
synonymous to the American consumer with quality outer 
garments for men and women. Long-established as a 
leader in men’s and women’s rainwear, Londontown 
today has become America’s largest outer garment 
designer, manufacturer and distributor. Its wide range of 
products includes rainwear, golf jackets, heavy outer 
garments, car coats and stadium coats including leathers 
and suedes. 

Through its three separate sales forces, 
Londontown markets three important brand 
names ...London Fog ... Clipper Mist... and 
Startown ... to 7,700 leading retailers throughout 
the country. 

Londontown produced the first all-weather coat 
with a zip-out liner, suitable for year-round wear, 
constructed of the finest polyester and cotton fabrics and 
having the finest quality in the marketplace. It also 
introduced — The Maincoat — by Londontown, the first 
‘“‘wash and wear” coat. This led to the creation of a 
whole new industry of which Londontown became and 
continues to be the preeminent leader. 

The Clipper Mist brand was introduced in 1970 
and today, is produced and marketed as a fashion line of 
men’s and women’s raincoats and outer garments at 
popular prices. Rounding out Londontown’s products for 
men is Startown — a moderately-priced line of leather 
outer garments for the male consumer. 

Recognizing in 1974, the need for larger customer 
distribution facilities to satisfy increasing demand for its 
products, plans were initiated for a 460,000 square foot 
complex in Eldersburg, Maryland. This centralized 
customer distribution facility and general office, 
when occupied in mid-1976, will provide greater 
operating efficiency and will help sustain the orderly 
growth of Londontown. 

Londontown maintains regional showrooms in five 
cities throughout the country to accelerate its growth 
—Chicago, New York, Los Angeles, Atlanta and Boston. 

INTERCO believes there is an enormous market in 
the broad category of outer garments. Londontown, with 
its expert management, well-known and accepted 
product lines, together with its reputation for quality and 
styling, gives INTERCO another new market opportunity 
in which to expand in the years ahead. 


| London Fog. 
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...and 
Queen 
Casuals, Inc. 
joins 
INTERCO 
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This major designer, manufacturer and distributor 
of women’s sportswear joined INTERCO’s Apparel 
Manufacturing Group on February 20, 1976. 

Queen Casuals, Inc., founded in 1924, serves two 
distinct markets in providing a wide variety of popular- 
priced misses and women’s sportswear and casual 
apparel, both in knitted and woven fabrics. 

The Queen Casuals label is directed to sportswear 
for misses and women’s sizes eight to twenty, and the 
Lady Queen label provides up-to-the-minute fashion 
offerings for the larger sizes. 

In keeping with Queen Casuals’ aggressive market- 
ing goals, it will introduce this Fall a new line of 
sportswear for the ‘“‘young contemporary miss’’ — 
Independents —which will provide this market with new, 
fashionable, updated and moderately-priced separates. 
Queen Casuals, Inc. apparel is also individually designed 
under private label for large national retail chains. 

Products include pants, skirts, culottes, shirt 
jackets, vests, and blazers together with a large variety 
of coordinating shirts, shells, T-shirts and sweaters. 
Coordination of color, style, and fabric permits all 
selections to be purchased as separates or as a 
collection of fashionable looks. Queen Casuals’ lines are 
sold through 5,500 retailers across the country, including 
major department stores and specialty shops. 

Executive offices are located in Philadelphia, 
Pennsylvania, with marketing headquarters, design 
facilities, and showrooms located in New York City. The 
company, to support its constantly expanding national 
distribution, also maintains showrooms in Dallas, Miami 
and Chicago. 

To accommodate further its growing distribution, 
Queen Casuals, Inc. has plans to expand its customer 
distribution complex in Philadelphia during fiscal 1977. 

Queen Casuals’ excellent management, its 
product identification and acceptance, and its extensive 
line of sportswear provides INTERCO with another, 
good growth opportunity in the women’s apparel portion 
of its business. 
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Fiscal 1976 was another growth year for INTERCO’s apparel 
manufacturing business. 
Despite a severe general economic downturn, the apparel opera- 
tions of INTERCO again registered record sales and earnings. 
The Apparel Manufacturing Group contributed $484.6 million or 
A 35.2% of the consolidated sales and $65.9 million or 46.8% of the earn- 
are ings of the company, a return of 13.6% on sales before income taxes, 


M f 1 corporate expenses and interest cost. 
an U act u rl Ng Equally as important as the record performances during fiscal 
G 1976, in sales and earnings, was the acquisition of two major, well- 
ro U ®) known apparel companies whose products enjoy broad consumer brand 
identification—Queen Casuals, Inc. and Londontown Corporation. 

INTERCO is a producer of a full range of casual apparel and 
sportswear for men, young men and boys. The moderately-priced fashion 
apparel for the male consumer includes sport, knit and dress shirts, 
woven and knit slacks, sweaters, sport coats, leisure suits, jeans, 
swimwear, walk shorts, western wear, rainwear, golf jackets, heavy 
outer garments, car coats and stadium coats. 

Fiscal 1976 completed INTERCO’s second very successful year in 
the women’s apparel manufacturing business. Its lines of sportswear 
and casual apparel serve two distinct female markets—the junior, and 
the more sophisticated look for the missy market. INTERCO’s 
moderately-priced apparel for women—apparel with a strong fashion 
image—includes suits, dresses, pants, skirts, jackets, sweaters, blouses, 
shirts, T-shirts, jumpers, vests, jeans, culottes, blazers, rainwear, golf 
jackets, heavy outer garments, car coats and stadium coats. 

To allow INTERCO’s apparel companies to offer fashion at a 
value, new apparel manufacturing techniques and technological 
improvements are continually reviewed and tested for greater produc- 
tivity, lower costs and improved quality. 

The demand for sportswear and casual apparel is expected to 
continue to grow, and the company’s facilities are expanding to meet the 
demands of our customers. Current plans for fiscal 1977 include a 
minimum of two additional apparel manufacturing plants, and a 20% 
increase in distribution facilities. Also, to provide for the planned 
growth of our apparel manufacturing business, additional 


Major apparel outside contractors will be added to meet our produc- 
brands and trademarks: tion requirements. 
For men and young men: Leisure and sportswear will continue to be the 


Big Yank ¢ Biltwell © Campus 

Clipper Mist ® Concept II by Campus 
Cowden ®¢ Esprit by Campus 

Impact 70’s ® Joe College by Campus 
John Alexander * Leonard Macy 
London Fog ® Mr. Golf ® Mr. Tennis 
Pro-action by Campus ¢ Startown 
Studio One by Campus ®° Tailor’s Bench. 


main thrust of the apparel business of INTERCO to 
meet the increasing consumer demands of today’s 
life-style approach to fashion for men and women. 

With a continuing emphasis on quality control, 
cost reduction, and fashion merchandising, 
INTERCO’s apparel management expects to continue 
to increase its share of this growing market in the 
years ahead. 


For women and young women: 

Clipper Mist * College-Town ® Devon ¢ 
Departures by Devon e 

Independents by Queen Casuals 

It’s Pure Gould ¢ Lady Devon ¢ 

Lady Queen ® London Fog ® Pant-her ¢ 
Pure Gould Plus * Queen Casuals. 
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Major Retail Trading Names: 


Central Hardware ® Carithers ® 
Eagle Family Discount Stores e 
Fine’s Men’s Shops ® 

Golde’s Department Stores ® 
Hirsch Value Centers ® 

Idaho Department Stores ¢ 
Jeans Galore ® Keith O’Brien @ 
Kent's @ Lin-Brook Hardware ® 
Miller’s ¢ P. N. Hirsch 
Shainberg’s ® Standard 
Thornton’s ¢ United * Wigwam. 


The past year was a very difficult period for the retailing in- 
dustry, but INTERCO’s General Retail Merchandising Group again 
posted record high sales and earnings. 

The General Retail Group contributed $425.9 million or 30.9% 
of total sales volume, and $30.2 million or 21.5% of the earnings, a 
record high return on sales of 7.1% before income taxes, corporate ex- 
penses and interest cost. The sales increase amounted to 10.5% and 
the earnings gain before taxes, corporate expenses and interest cost 
was 19.5%. 

The improved profitability of this group was made possible by 
its aggressive sales programs, know-how merchandising techniques, 
ability to control costs and to project adequately the trends and the 
needs of its customers. 

The continuing goal of providing basic, essential everyday needs 
to the consumer increased our competitive position during the past year. 
INTERCO will continue to emphasize its program of providing products 
and services in its retail stores which stress quality at lower prices to 
meet the shopping needs of the cost-conscious consumer. 

Our retail group continues to emphasize employee programs for 
in-depth internal training of store managers and other key management 
people. This sustains INTERCO’s policy of promotion from within the 
company to accommodate our profitable growth in retailing. 

During fiscal 1976, the Retail Group opened 27 modern, ease-of- 
shopping locations, while closing marginal stores and relocating others. 
Present plans include about 50 new locations for fiscal 1977. 

e Led by the aggressive P. N. Hirsch & Company management team, 
this 380-store chain of junior department stores continued its growth in 
fiscal 1976. This chain, serving the basic clothing and small household 
needs, generally in smaller communities, continues to relocate its stores 
in the growth area of each community, as well as satisfying basic con- 
sumer needs by entering additional communities on an orderly basis. 

¢ Central Hardware Company had another outstanding year in 
fiscal 1976, with record sales and earnings. Central’s supermarket mer- 
chandising approach to hard goods provides the home-improvement 
do-it-yourselfer with wide assortments and one-stop shopping con- 
venience in 25 giant locations. The growth will continue in the future 
with the expansion of existing markets and the entering of new 
metropolitan areas. 

¢ The Eagle Family Discount Stores, with 169 locations, offering on 
a cash and carry basis everyday sundries and hard goods, including 
clothing, housewares, small household appliances, gardening and pool 
supplies, toys, health and beauty aids, and hardware, will continue to 
enter new communities in Florida and the growing market potential of 
the Southeast. 

° Fine’s, Standard, and United — INTERCO’s chain of 74 men’s 
specialty fashion apparel shops — which carry an extensive line of 
medium-priced apparel and other male furnishings, showed gains in 
volume and earnings in fiscal 1976. They plan several new stores during 
fiscal 1977. 

e The 7 specialty department stores, operating under the name of 
Golde’s, strengthened their competitive position during fiscal 1976. Fur- 
ther expansion is planned. 

Each of the five retail groupings above, which total 655 locations, 
contributed to the record sales and earnings attained by the General 
Retail Group in fiscal 1976. 

The General Retail Merchandising Group of INTERCO enters the 
new year confident of substantial future growth and should have 
another record performance in fiscal 1977. 
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and Retailing 
Group 


Major Footwear 
Brands and Trademarks: 


For men: 

Ambassador ® City Club e 

Florsheim — Florsheim Imperial and 
Royal Imperial * HyTest ¢ 

Idlers by Florsheim @ Julius Marlow ¢ 
McHale ¢ Rand ¢ Roberts ¢ 

Winthrop ® Worthmore. 

For women: 

Denny Stewart @ diVina ¢ 

Florsheim ® Idlers by Florsheim e 
Imperial and Ramblers by Florsheim e 
Miss Wonderful © Personality ¢ 
Thayer McNeil ® Thomas Wallace ¢ 
Vitality. 

For children: 

Red Goose ® Poll Parrot ¢ Savage. 


Major Retail Trading Names: 


Florsheim Shoe Shops for Men ¢ 
Florsheim Thayer McNeil Men’s and 
Women’s Shops ® Duane’s ® Gude’s 

Paul's Shoes ® Phillips Shoes ¢ 
Thayer McNeil Shoes @ 
Thompson, Boland & Lee. 
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INTERCO maintained its position during fiscal 1976 as one of the 
dominant shoe manufacturers and shoe retailers in the country. The 
Footwear Group contributed $465.9 million or 33.9% of the consolidated 
sales, and $44.7 million or 31.7% of the earnings of the company. This 
represented a 9.6% profit on sales before income taxes, corporate ex- 
penses and interest cost. Sales and earnings, however, were lower than 
the record performance by the Footwear Group for the fiscal year ended 
February 28, 1975. 

This satisfactory performance of the Footwear Group was 
achieved despite a severe reduction of footwear inventories at the retail 
level and a drastic change in styling for men and women, starting in late 
1974 and continuing through mid-1975. 


Footwear Retailing 

INTERCO’s retail shoe operations achieved record sales and 
earnings during fiscal 1976. At year-end there were 867 shoe stores and 
leased shoe departments in operation, including 55 locations opened dur- 
ing the year, located mainly in leading shopping centers in major 
metropolitan areas. These included Florsheim Shoe Shops for men, 
leased shoe departments in leading clothing and department stores, and 
Florsheim Thayer McNeil Shops featuring Florsheim shoes for women 
and/or men. In addition, the company continued to relocate or close 
operations in declining markets during the year. 

Florsheim continued its highly successful international retail ex- 
pansion during fiscal 1976, and at year-end was operating 14 men’s shoe 
shops in Canada, Mexico and Australia. 

Approximately 35 additional retail units are planned for 
fiscal 1977. 


Footwear Manufacturing 

During the first six months of fiscal 1976, INTERCO experienced 
a decline in sales and earnings in footwear manufacturing operations; 
however, in the second half of fiscal 1976, sales and earnings were more 
than the record operating performance for the same six-month period of 
last year. 

The renewed consumer and retailer demand for INTERCO’s 
superior quality and distinctively-styled footwear has continued into 
fiscal 1977. Shoe factories are presently operating at full capacity with 
improved productivity, and two manufacturing facilities were added by 
Florsheim in March 1976 in Puerto Rico. 

e The Florsheim Shoe Company which emphasizes quality leather, 
fashion and quality craftsmanship, maintained its unchallenged position 
of leadership during the year just ended, and is benefiting from the in- 
creased demand in the marketplace for quality footwear for men and 
women, and the trend to more conservative apparel. 

e The popular-priced footwear for men, women and children of- 
fered by International Shoe Company, both branded and private-label, is 
showing renewed strength going into the first quarter of fiscal 1977. 
Hy-Test, the leader in safety shoes for men and women, is pioneering a 
new manufacturing process — SEAL - FLEX — which will set a new 
standard in manufacturing for the safety shoe industry. 

¢ In Canada, the restructuring of Interco Savage contributed to their 
record earnings in fiscal 1976. 


General 

INTERCO, in fiscal 1977, expects its footwear business to con- 
tinue its position of leadership and to capture its share of renewed 
consumer and retailer demand for quality footwear. 
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Consolidated Balance Sheet 


(Dollars in thousands) 


ASSETS 


Current assets: 
Marketable securities, principally commercial paper, 
at cost which approximates market ................ 


Receivables, less allowance for doubtful accounts and 
cash discounts of $8,460 ($6,946 in 1975) ............. 


Inventories Wiis evs Gos Fe rue en RS ne 
Prepaid expenses wine. cael ek he ee 


Future income tax beneiits 4 7.2.0... 0 ee 


Total current assets... 0. us. ee eee 


Excess of investment over equity in subsidiaries at acquisition, 
net Of AMOLTUZAIOU Gs weer ee eee ee ee Sear 


Sundry investments and other assets ..............0000005 


Future income tax:benetitss... «ee eee eee 


Property, plant'and equipment 42. 1.655 ae. ee 


Less'accumulated:depreciation -. 210+. 20 ee ee 


Net property, plant and equipment................. 


See accompanying notes to consolidated financial statements. 


February 29 


1976 


$ 5,457 


79,595 


177,819 
293,247 


3,093 


4,030 


563,241 


9,539 
6,770 


1,574 


229,741 


110,743 


118,998 


$700,122 


February 28 
1975 


$ 9,444 
38,607 


171,307 
266,341 
3,129 


3,241 


492,069 


9,770 
6,751 


2,567 


216,961 


103,749 


113,212 


$624,369 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 


Current maturities of long-term debt ................. 


Accounts payable and accrued expenses.............. 


Long-term debt, less current maturities ........... 


Deferred compensation and other deferred liabilities 


Minority interests in subsidiaries ................ 


Stockholders’ equity: 
Preferred stock, at stated and liquidating value 


Common stock, at stated value .............. 


AOI SUL DIS My eine ok wes ck ce ee fe as 


REL MO CICAL MING Sretin clad ss a ec s soe os 8 


Total stockholders’ equity................ 


eee eee oe 


coe ee ew oe 


eee eee eo 


eo ee we ow 


ee eee seve 


61 16 6, le (e 10; 0: 16 


oe eee eee 


February 29 


1976 


$ 4,084 
113,209 


17,708 


135,001 


56,126 
8,629 


3,502 


14,133 
99,902 
35,027 


347,802 


496,864 


$700,122 


February 28 
1975 
$ 4,256 


85,534 


14,450 


104,240 


59,499 
10,294 


3,243 


15,984 
98,156 
31,180 


301,773 


447 ,093 


$624,369 


Consolidated Statement Of Earnings 


(Dollars in thousands except per share data) 


Years Ended 


Income: 


INGU SALES ee nee stata eC Ton ei or eae earn 


Other income sietes-a ee ree 


Costs and expenses: 


Cost of sales i: acta 6 ee ae Oe eee 
Selling, general and administrative expenses. . 
Interest OXDCNSO.5 ie. dccecd scoters eer ate eaes 


Minority interests: 5 sic. eae «se eis ee 


Earnings before income taxes...............-5.:- 
Income taxes a. .a ss cosy ccusaree al asi niaiie ecuereeeen ee ene 


Net Garmingss yii.s...ise as. bos cena oo he reese ke aie eS 


Per share of common stock: 


Fully diluted earnings) a.) eee 


Primary GArnings 15). a. ee 


See accompanying notes to consolidated financial statements. 
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February 29 February 28 
1976 1975 
$1,376,365 $1,333,229 

11,919 11,293 
1,388,284 1,344,522 
959,460 936,157 
292,131 282,791 

3,623 By 22 

418 416 
1,255,632 1,225,086 
132,652 119,436 
65,643 59,140 

$ 67,009 $ 60,296 
$ 4.84 $ 4.38 

$ 4.95 $ 4.49 


Consolidated Statement Of 


Changes In Financial Position 


(Dollars in thousands) 


Years Ended 


Working capital provided by: 
INDUGATINNUS sar emperors Guta. Cees | 
Items not affecting working capital: 
DS BreCiaAliON pet oe eee ke es ea a ans 
PUPIL a x OeTICLIES sree twat atecs Gh fave ve es 
Way Ey OS nYe) Gade tual eect er i Sage 
COPEL UONS etn ete eer cass eos 
Disposal of property, plant and equipment... 
Issuance of common stock for conversion of 
preferred stock—contra below........... 
Issuance of common stock for restricted 
BLOCK DLS i mare sete ore ete soe erate he ace 
ERETCISA OL SIOCK OPUlONS 3.5 wives cs a's fuss en 
Issuance of long-term debt................. 
Working capital of purchased company...... 
To conform pooled companies’ fiscal years... . 
Decrease in funds in escrow for construction. . 
(OPTS JEL oR Deter ch ae re een ee 


Working capital used for: 
Additions to property, plant and equipment... 
ORES 6 Wiig Uo Key Taek ton core Rg eee ee a 
Conversion of preferred stock—contra above . 
Reduction of long-term debt................ 
Pie nase On COMPONY mre ac. aie asa ols 
Purchase of company s'stock............... 
Purchase and retirement of preferred stock... 
(OY MSI EHiSOTER casa Rr gene erate a 


IMeroedse iN WOrkino Capital = i. 6.5 cde cee ees 


Working capital increased (decreased) by: 
Cash and marketable securities ............ 
ROC OL EULER per te tet ttcate is ant > cya ea eo oe 
IVOD(OLICSE ea entra kere hoe ce ee a Sowa, Sons vas 
(OTHE MOUETONUOSSCLS EN rit cence teres a ates own a's 
Current maturities of long-term debt......... 
Accounts payable and accrued expenses..... 
WaVerepoalsye if. (sity mucaic, oc cee Deen ee CRON me 


See accompanying notes to consolidated financial statements. 


February 29 


1976 
$ 67,009 


14,364 
993 

(ei, 127) 
81,239 
3,008 


1,746 


273 
90,120 


21,485 
18,941 
1,746 
4,426 
3,000 


111 


49,709 


$ 40,411 


$ 37,001 
6,512 
26,906 
753 

172 
(27,675) 

( 3,258) 
$ 40,411 


February 28 


1975 
$ 60,296 


13,934 
56 

853 
75,139 
1,837 


305 


1,106 


79,940 


22,130 
18,120 
305 
6,082 


260 


118 


47,015 


$ 32,925 


2,472 


$ 32,925 


Consolidated Statement of Stockholders’ Equity 


(Dollars in thousands except per share data) 


Preferred Common Capital Retained 
Stock Stock Surplus Earnings Total 

Balance February 28, 1974: 

As originally reported........... $16,289 $81,898 $41,825 $219,338 $359,350 

Adjustments for pooled companies 15,854 (10,979) 40,709 45,584 

AS restated heer acces eee 16,289 97,752 30,846 260,047 404,934 
Net earnings: heer eee eee 60,296 60,296 
Cash dividends: 

Preferred stock.............5+. ( 850) ( 850) 

Common stock — $1.43% per 

share. Sn he ee eee ( 16,037)  ( 16,037) 

By pooled companies prior 

to combinalion fee (951-233) (Ged 253} 
Conversion of preferred stock: 

Series B — 7,637 shares......... (= 3305) 114 191 
Exercise of stock options: 

Common — 8,848 shares......... 67 88 155 
Restricted stock plan of pooled company: 

Common — 4,324shares......... 33 55 88 
Issuance of 41,985 contingent 

common shares)... eee eee 315 ( 315) 
Acquisition and effective retirement 

of 16,602 treasury shares acquired 

by pooled company ............. (eet 25) ( 135) ( 260) 
Balance February 28, 1975, 

as restated? 3. a5 .-cn see ae eae 15,984 98,156 31,180 301,773 447,093 
Not GaPnings. oi cease oc tewcee Sar eee 67,009 67,009 
Cash dividends: 

Preferred'stock - a. eee ( 791) ( 791) 

Common stock — $1.47% per 

Share fe ho oa AO ee ( 16,935) ( 16,935) 

By pooled companies prior to 

combination. 4.5 t aer ee ee (15215) (este 215) 
Stock dividend by pooled company prior 

to combination — 141,662 shares. . 1,062 1,795 { 2,857) 
Purchase and retirement of 

preferred stock: 

Series B— 2,615 shares......... ( 105) ( 6) ( 111) 
Conversion of preferred stock: 

Series B — 1,082 shares......... ( 43) 16 27 

Series C— 17,032 shares........ ( 1,703) 390 1,313 
Exercise of stock options: 

Common — 37,017 shares........ 278 718 996 
Adjustment to conform pooled 

companies’ fiscal years ......... 818 818 
Balance February 29, 1976 ............ $14,133 $99,902 $35,027 $347,802 $496,864 


See accompanying notes to consolidated financial statements. 
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February 29, 1976 and February 28, 1975 


. Significant Accounting Policies — The company and its subsidiaries 
employ generally accepted accounting principles on a consistent basis to 
present fairly their consolidated financial position, results of operations, 
and changes in financial position. The major accounting policies of the 
company are set forth below. 


Principles of Consolidation — The consolidated financial statements 

include the accounts of the company and all domestic and foreign sub- Notes to 

sidiaries. Foreign subsidiaries (principally Canadian) are not material in G F 

relation to consolidated financial position or results of operations. All O n SO | | dated 


material intercompany transactions have been eliminated in consolidation. Fj n an Cc l al 
Fiscal Year — The company’s fiscal year ends on the last day of 


February. In this report, all reference to fiscal 1976 refers to the fiscal S 
year ended February 29, 1976, and fiscal 1975 refers to the fiscal year tatem eC nts 
ended February 28, 1975. 


Inventories — Inventories are stated at the lower of cost (first-in, first- 
out) or market, except for most footwear manufacturing inventories 
which are priced on the “‘last-in, first-out’? method of inventory valuation. 


Property, Plant & Equipment — Property, plant and equipment is stated 
at cost, less accumulated depreciation. For financial reporting purposes, 
the company employs both accelerated and straight-line methods in com- 
puting depreciation. Generally, for tax purposes, accelerated methods 
are used and provision is made for deferred income taxes. 


Excess of Investment Over Equity in Subsidiaries — Cost in excess of 
net assets of companies acquired is being amortized on a straight-line 
basis, generally over 40 years. 


Start-Up Expenses — Start-up expenses of new facilities are charged to 
operations in the year incurred. 


Pension Plans — The company’s policy with respect to principal pension 
plans is to fund pension costs accrued, and to amortize prior service 
costs, generally over 30 years. 


Income Taxes — Investment tax credits are reflected as a reduction of 
Federal income taxes in the period in which qualified property is placed 
in service. 

It is the company’s intent that the undistributed earnings of 
subsidiaries will either be reinvested in the subsidiaries or distributed 
tax-free to the parent company. Accordingly, no provision has been 
made for income taxes on such undistributed earnings. 


. Business Combinations — During 1976, the company acquired all the 
outstanding stock of Queen Casuals, Inc. and Londontown Corporation in 
exchange for 1,780,828 shares of common stock. These transactions 
were accounted for as poolings of interests; and, accordingly, the 
accounts of these companies have been included in the accompanying 
consolidated financial statements for 1976 and 1975. Consolidated net 
sales and net earnings for 1975, prior to restatement for these business 
combinations, were $1,217,895,000 and $53,603,000, respectively. The net 
sales and net earnings for these companies for 1976, prior to combining, 
were $113,420,000 and $8,864,000, respectively. 

Historically, Queen Casuals, Inc. has reported on a fiscal year 
ended October 31 of each year, and Londontown Corporation has 
reported on a fiscal year ended December 31 of each year. In the con- 
solidated statements of earnings, results for the pooled companies for 
their respective fiscal years ended in 1975 and 1974 have been included 
with INTERCO INCORPORATED consolidated results for the fiscal 
years ended February 29, 1976 and February 28, 1975, respectively. Re- 
tained earnings have been adjusted for the net earnings and dividends 


of the pooled companies from the end of their respective 1975 fiscal a 


years to February 29, 1976. During that period, Queen Casuals, Inc. and 
Londontown Corporation had net sales of $23,960,000 and net earnings 
of $1,601,000. Dividend payments by these pooled companies prior to 
acquisition amounted to $783,000 during this period. 
Also during 1976, the company acquired Sidney Gould Co., Ltd. 
for $3,000,000 cash in a transaction accounted for as a purchase. An ad- 
Notes to ditional payment may be made in 1978 based upon profit performance 
. of the purchased company. The net sales and net earnings of the purchased 
Con Sol idated company are not material to the consolidated results of operations. 
Fj . During 1975, the company acquired all the outstanding stock of 
Nn an C | al College-Town, Inc. in exchange for 462,428 shares of common stock. This 


transaction was accounted for as a pooling of interests. 
Statements 


3. Inventories — Inventories are summarized as follows (in thousands): 


(continued) 1876 ‘or 
Finished products-manufacturing................++5- $ 56,394 $ 57,784 
Retail merchandisers ao cs Teun rnehec 157,195 145,665 
Work in process aiecic fee oe a sciticticcs fires isvelonehccsre sieennetsis 23,468 17,582 
Raw: materials fes5. ka) s anise wterou rer tres el artaie ee erete es 56,190 45,310 
$293,247 $266,341 


All the major categories of inventory, except retail merchandise, 
include certain items priced on the ‘“‘last-in, first-out’’ method. Had the 
“first-in, first-out’’ method been applied to all inventories, they would 
have been stated at approximately $316,144,000 and $287,022,000 for 
fiscal 1976 and fiscal 1975, respectively. 


4, Property, Plant and Equipment — The major classes of property, plant 
and equipment, at cost, are as follows (in thousands): 


1976 1975 
| 00s Bar aeaPar gel naire earner CORAM NENT Ay tas A MOC chine ty chrceat ra $ 6,110 $ 6,273 
Buildingsrand improvements eer iinet 102,405 99,677 
Machineryrand equipment mmmrrnnen ieee eerie 112,521 110,008 
Construction insprogress sys cieil. vis) nie ciel sissy laiesieie is 8,705 1,003 
$229,741 $216,961 


Construction in progress represents expenditures for the new ware- 
house and office facilities currently under construction in Eldersburg, 
Maryland, which are scheduled for completion in May, 1976. 

Capital expenditures, including construction in progress, amounted 
to $21,485,000 and $22,130,000 for fiscal 1976 and fiscal 1975, respectively. 

Approximately 79% and 76% of depreciation expense was 
computed on the straight-line method in fiscal 1976 and fiscal 1975, 
respectively. Depreciation charged to earnings amounted to $14,364,000 
in fiscal 1976 and $13,934,000 in fiscal 1975. 


5. Long-Term Debt — Long-term debt consists of the following: 


1976 1975 
(in thousands) 


4/,% promissory installment notes, payable $1,875,000 


annually, 1976-1989, and balance in 1990.......... $ 38,750 $ 40,625 
6% promissory installment notes, payable $1,250,000 
annually, 1976-1979, and balance in 1980.......... 7,125 7,875 


4/,% obligation under long-term lease, payable in 

annual installments increasing from $285,000 in 

1976 tor$565/000)ine 199 lier icine isin erin er 6,630 6,905 
Various obligations due cities and other governmental 

agencies at 1% to 6/,%, payable in varying amounts 


through:1993 4ir.c.. 5 eae ee ere ticeee ce 5,000 ay eal 
Foreign mortgages payable with interest rates varying 

frome! 2%. ton4°onduerin 198 1m er einen Tere 630 655 

Other debt at 412% to 8% interest rates, payable in 

varying amounts through 1990................... 2,075 2,484 

60,210 63,755 

Less current maturities peenake nee te arene eee 4,084 4,256 

$ 56,126 $ 59,499 
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Current maturities of long-term debt in the five years following 
February 29, 1976, are as follows (in thousands): 


WME 0.9. 0:6. 008 Sad 6 wd. OEDD, CADIS DE ROI PARCEL CaO IC $ 4,084 
IISVASY 626 coco. G-cankS Che & Groen et OO ee tnc oe APRS CHOMEEN Cor ee rie pecan 4,105 
ERVAS): 6 scia diG ta society BBG sO iN See acl EO ie Ce LON DRC OT ee cae 4,168 
O80 Rewer enna hese cise riecianiers c's niiatcaerese oosiare at ates cs its 4,117 
19S Le retro itr ia apesisco es terehiai aicpes @ sisusilsdse facade aihorers 5,528 


The 4%/,% note agreement restricts retained earnings of 
$43,810,000 as to payment of cash dividends on capital stock and the 


purchase, redemption or retirement of capital stock. The agreement also 


provides that no such payments be made unless consolidated working 
capital shall be at least $80,000,000. 


. Preferred Stock — The company’s preferred stock is issuable in series. 
Authorized preferred stock consists of 577,060 shares of first preferred 
and 1,000,000 shares of second preferred, both without par value. 

Preferred stock, at stated and liquidating value, is summarized 
as follows (in thousands): 


1976 1975 
ITS PLELERCEC sere ater eters ie css seksi Oo aeatslay oie e Bis $ — $ 148 
SECONG: PLererredanmerrn eee ne ee eae ol anas 14,133 15,836 
$ 14,133 $ 15,984 


First Preferred Series B — At February 28, 1975, 3,697 shares 
were issued. During fiscal 1976, 1,082 shares were converted into 
2,164 shares of common stock and 2,615 shares were redeemed for 
$42.10 per share, plus accrued dividends. 

Second Preferred Series C — $5.25 cumulative, with stated and 
involuntary liquidating value of $100 per share; issued 141,327 shares 
at February 29, 1976, and 158,359 shares at February 28,1975; callable 
at February 29, 1976 at $105.25, decreasing to $100.00 in 1985; conver- 
tible into 3.0534 shares of common stock. 


. Common Stock — The company’s common stock consists of 30,000,000 
shares authorized with stated value of $7.50 per share, of which 
13,320,326 and 13,087,471 shares were issued at February 29,1976 and 
February 28,1975, respectively. 

Shares of common stock were reserved for the following purposes 
at February 29, 1976: 


Number of 

Shares 

ConversionyotspreferredistoCk memrinse) isles e sists ovals sens sietelinalctcrst «ss 431,527 
Common stock options: 

Granteder eerie ncn ce soe che ee ui dale his an deeds wialcaaeewes 228,375 

AV AllaDlOMOreeran tamneirea erie csc ie cre sissies © ache mre n cue aimee 122,179 

Restricted stock plan of pooled company ..............0eee eevee 16,144 

Contingent shares based on profit performance of acquired company. . 18,141 

816,366 


Under the company’s stock option plans, certain key employees 
may be granted qualified or non-qualified options to purchase shares of 
common stock. Qualified options granted under the plans may not be 
less than 100% of the fair market value of the common stock on the 
date an option is granted, and non-qualified options at not less than 
85%. Qualified options are exercisable at varying dates one year after 
granting and expire five years after granting. Non-qualified options 
become exercisable one year after granting and expire ten years after 
granting. All options which have been granted, qualified and non- 
qualified, were at 100% of fair market value on the date of grant. 
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8. 


10. 


Changes in options granted are summarized as follows: 


1976 1975 
Average Average 
Shares Price Shares Price 
Beginning of year....... 267,785 $20.33 246,912 $38.60 
Assumed options of 
pooled companies... — — 28,090 20.06 
Options granted...... 11,400 29.50 217,869 20.22 
Options exercised .... ( 37,017) 20.67 ( 8,848) 17.46 
Options cancelled .... ( 13,793) 20.57 (216,238) 41.16 
Endloisveate mince 228,375 20.72 267,785 20.33 
Exercisable at end 
Of} VOAR i. We vu eaten seis 144,201 35,959 


Income Taxes — Income tax expense is composed of the following 
(in thousands): 


1976 1975 
Current: 
Federals. itctiame cgcde + Gee error en ere tennant rere $57,130 $52,128 
Stateand Citys sc ashe, os eee ete oan crete el toreisrsbe tens 6,345 5,435 
Foreign) (principally Canadian) hm ennrier ieee 1,964 LAs 
65,439 59,276 
Deferred io case fea atone atese a oan meeps meee tote 204 ( 136) 
$65,643 $59,140 
Investment taxiereditsisc.c ceo eee tenete ner nenters $ 734 Go OF 


Certain items are recognized for income tax purposes in years 
other than those in which they are reported in the consolidated finan- 
cial statements. The tax effect of such differences resulted in net 
deferred income taxes summarized as follows (in thousands): 


1976 1975 

Depreciation. vi.sueiste vero eastern ee recone teneuere tern $ 610 $ 152 

Installment ‘sales )siic er hin cay cserouemcerendtmerte determin: 118 76 

Valuation reserves and accruals..................4.. (576) (507) 

Deferred! compensations: «10. tei eto eter: 45 ( 46) 
Adjustments resulting from audit of prior years’ 

tAX POTUPNG err cae er speeeioue erste wetter ate een ene a a eeeRetens 28 188 

(018 01:) rere en eA LIME AN OM Baia Gan Gorn Goto ( 21) 1 

$ 2 $(136) 


The Federal income tax returns of the company and its 
major subsidiaries have been examined through fiscal year ended 
February 28, 1974. 


. Pension Plans — The company and its subsidiaries have pension plans 


covering substantially all employees. Total pension expense was 
$9,800,000 in 1976 and $9,300,000 in 1975. As of the most recent valua- 
tion dates, the actuarially computed value of vested benefits under 
defined benefit pension plans exceeded assets of the plans by approx- 
imately $35,000,000. 


Lease Commitments — Substantially all of the company’s retail outlets 
and certain other real properties and equipment are operated under 
lease agreements expiring at various times through the year 2006. 
Leases covering retail outlets and equipment generally require, in addi- 
tion to stated minimums, contingent rentals based on retail sales and 
equipment usage. Generally, the leases provide for renewal for various 
periods at stipulated rates. 

Total rental expense was as follows (in thousands): 


1976 1975 
Basic réntals..2aice.. Geet ee eee $ 27,765 $ 26,706 
Contingent rentalsrer emeree eee nee reer renin 12,359 9,887 
40,124 36,593 
Less'sublease. rentals serie eterna 1,502 1,904 
$ 38,622 $ 34,689 


Included in rental expense above is the cost of services provided 
by lessors of leased retail departments, estimated to aggregate 
$6,800,000 in fiscal 1976 and $6,200,000 in fiscal 1975. 


11. 


At February 29, 1976, minimum rental commitments under all 
noncancellable leases, excluding capitalized leases, are as follows 
(in thousands): 


Type of Property 

Year Real Property Equipment Total 
TUS VAI Hon ss rR Rca cee ey oh Sree ery rman $ 22,694 $2,032 $ 24,726 
DOT Bae es Sl cae es ara ere eae 21,527 1,442 22,969 
OT OU amie rees eraten eure in weet « wlelciere ce 19,742 1,010 20,752 
LOGO srs ch onicg caterers cud alae wenbace 18,107 718 18,825 
OG Meee ren seo escuela are wena 15,568 526 16,094 
ASB 21986 te war ia eee ns Fie ae 58,409 112 58,521 
LOB I199 Dre an tiscs ie wel e ce secare 30,381 aa 30,381 
1992-1996 eae ree nary aise ea ee 9,654 -—~ 9,654 
TGQ 7 -2OOG aiiacc cts ss cise a ee sca 2,416 _ 2,416 

$198,498 $5,840 $204,338 


The above minimum rental commitments for real property have 
been reduced by rentals from subleases. These subleases, expiring at 
various dates to 1994, provide for aggregate minimum rentals of ap- 
proximately $5,945,000. 

The present value of noncapitalized financing leases, as defined 
by the Securities and Exchange Commission, and the impact on net 
earnings if such leases had been capitalized are not material to the 
accompanying financial statements. 

The company has also guaranteed leases of certain retail outlets 
of customers which at February 29, 1976, aggregated approximately 
$1,200,000 based on minimum rentals. 


Earnings Per Share of Common Stock — Fully diluted earnings per 
share are based on the weighted average number of shares of common 
stock and common stock equivalents outstanding during the years, plus 
those common shares which would have been issued if conversion of all 
preferred stock had taken place at the beginning of each year. Common 
stock options, the exercise of which would result in dilution of earnings 
per share, and common stock issuances based on profit performance 
have been considered as the equivalent of common stock. 

Primary earnings per share are based on those shares included 
in the fully diluted earnings per share calculations, except that conver- 
sion of preferred stock has not been assumed. Net earnings for this 
computation were reduced by preferred stock dividend requirements. 


PEAT, MARWICK, MITCHELL & CO. 
Certified Public Accountants 

720 Olive Street 

St. Louis, Missouri 


THE BOARD OF DIRECTORS AND STOCKHOLDERS 
INTERCO INCORPORATED: 


We have examined the consolidated balance sheets of INTERCO 
INCORPORATED and subsidiaries as of February 29, 1976 and 
February 28, 1975, and the related consolidated statements of earnings, 
stockholders’ equity, and changes in financial position for the years 
then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we con- 
sidered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial 
statements present fairly the financial position of INTERCO 
INCORPORATED and subsidiaries at February 29, 1976 and February 
28, 1975, and the results of their operations, and the changes in their 
financial position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 
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Five Year Consolidated Financial Review 


(Dollars in thousands except per share data) 


FOR THE YEAR 
Summary of operations: 
Net sales's scat cc saree een ee 
Gost of'sales=.) ne 
Interest expense........... 
Earnings before income taxes 
Asapercentofsales..... 
Income taxesaweu4) ete 
Nel Garmings 25 0 jc cnn pee 
As apercentofsales..... 
Earnings applicable to 
COMMON StOGK ko re 
Per share of common stock: 
Fully diluted earnings (1). . 
Dividendsse seed ee 


Average common and common 
equivalent shares outstanding 
(in thousands)(1) ........ 


Cash dividends paid: 
On common stock .......... 


AT YEAR END 

Working-capital sae. eae ee 
Property, plant and equipment, net . 
Capital expenditures ............ 
Total assets... oceans ee ee 
Long-term: debt:2.) ae eee 
Stockholders’ equity............. 
Book value percommon share ..... 


(1) Refer to Earnings Per Share of Common Stock in Notes to Consolidated Financial Statements. 
(2) The above figures have been restated to include pooled companies for years prior to their acquisition. 


(3) Fiscal years end last day in February. 
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FISCAL YEARS ENDED 

1976 1975 1974 1973 1972 
$1,376,365 $1,333,229 $1,268,543 $1,159,067 $1,027,049 
959,460 936,157 896,570 818,900 724,187 
3,623 5,722 5,709 4,950 5,465 
132,652 119,436 108,198 94,751 77,360 
9.6% 9.0% 8.5% 8.2% 7.5% 
65,643 59,140 52,993 46,787 37,342 
67,009 60,296 55,645 47 ,964 40,018 
4.9% 4.5% 4.4% 4.1% 3.9% 
66,235 59,448 54,779 46,980 38,712 
$4.84 $4.38 $4.06 $3.49 $2.96 
$1.471/2 $1.43 4% $1.32 $1.25 $1.21 
13,841 13,780 13,713 13,735 13,509 
18,150 $ 17,270 $ 14,418 $ 12,542 $ 11,139 
791 $ 850 $ 868 $ 988 $ 1,452 
428,240 $ 387,829 $ 354,903 $ 326,597 $ 299,579 
118,998 113,212 107,959 95,109 89,164 
21,485 22,130 25,615 17,459 15,677 
700,122 624,369 609,956 561,220 522,044 
56,126 99,499 64,271 62,943 69,405 
496,864 447 ,093 404,934 365,002 325,626 
$36.24 $32.59 $29.50 $26.60 $24.21 


Sales for fiscal 1976 again established new records, an increase 
of 3.2% for the 1976 fiscal year compared to a 5.1% increase for fiscal 
1975. In the last half of the fiscal year, consolidated sales increased 
10.2% after a sluggish first half which reflected a sales decrease of 
3.7%. The Apparel Manufacturing and General Retail Groups main- 
tained their steady growth patterns and had record sales for the year. 
The Footwear Group’s sales in the last half of fiscal 1976 were the 
highest in history; however, they were unable to overcome the reduction 
in shipments reflected in the first half when shoe retailers allowed 
their inventories to fall below normal levels. The retail segment of the 
footwear business continued strong throughout the fiscal year. 

Cost of sales for fiscal 1976 was slightly lower as a percent of 
sales as compared with fiscal 1975. The strong showing of General 
Retail and Footwear Retail, which traditionally attain a higher gross 
profit than either the Apparel or Footwear manufacturing operations, 
was the main factor contributing to this improvement. 

Interest expense decreased by 36.7% in fiscal 1976 from fiscal 
1975. This was a direct result of the company’s strong financial position 
throughout the year. Substantially all the interest expense was at- 
tributable to the long-term debt of the company. The only short-term 
borrowing during the fiscal year was of a seasonal nature by one of the 
pooled companies. 

Earnings before income taxes increased by 11.1% in fiscal 1976 
as compared to a 10.4% increase in fiscal 1975. The increase in both 
years can be attributed mainly to the gross profit improvement attained 
by an increase in sales with a corresponding decrease in cost of sales as 
a percent of sales. An equally important factor in this improvement was 
the ability of the company to withstand the recent strong inflationary 
pressures and, through tight budgetary controls, to maintain selling, 
general, and administrative expenses at 21.2% of sales for the last three 
years. The percent improvement in fiscal 1976 over fiscal 1975 was the 
direct result of the substantial reduction in interest expense. 

Income taxes for fiscal 1976 increased by 11.0% over the 
corresponding period of the previous year. The increase corresponds 
directly to the improvement in pre-tax profits. The increase for fiscal 
1975 was 12.5% and relates principally to the improvement in pre-tax 
profits, a decline in the investment tax credit and the final step in the 
phase-out of the surtax exemption. 
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Directors 


*RONALD L. AYLWARD 
Vice President and 
General Counsel of the Company 


*MAURICE R. CHAMBERS 
Chairman of the Board and 
Chief Executive Officer 
of the Company 


*STANLEY M. COHEN 
President, Central Hardware Company 


*WILLIAM L. EDWARDS, JR. 
Vice Chairman of the Board and 
Chief Administrative Officer 
of the Company 


RICHARD P. HAMILTON 
President, The Florsheim Shoe Company 


*PHILIP N. HIRSCH 
Chairman of the Board, 
P. N. Hirsch & Company 


*J, LEE JOHNSON 
Retired 


EDWIN S. JONES 
Chairman of the Board, 
First Union Bancorporation 


DONALD E. LASATER 
Chairman of the Board, 
Mercantile Bancorporation Inc. and 
Mercantile Trust Company 
National Association 


*NORFLEET H. RAND 
Retired 


*JOHN K. RIEDY 
President and Chief Operating 
Officer of the Company 


HERBERT SHAINBERG 
Retired 


*Members of the Executive Committee 
of the Board of Directors 


Audit and Executive 
Compensation and Stock Option 
Committees 


J. LEE JOHNSON, Chairman 
EDWIN S. JONES 
DONALD E. LASATER 
NORFLEET H. RAND 


Exchange Listings 

Symbol Listed 

ISS New York Stock Exchange 
ISS Midwest Stock Exchange 
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Office of the 
Chief Executive 


MAURICE R. CHAMBERS 
Chairman of the Board and 
Chief Executive Officer 


WILLIAM L. EDWARDS, JR. 
Vice Chairman of the Board and 
Chief Administrative Officer 


JOHN K. RIEDY 
President and Chief Operating Officer 


Administrative Officers 


PHILIP N. HIRSCH 
Vice President 


STANLEY M. COHEN 
Vice President 


RICHARD P. HAMILTON 
Vice President 


RONALD L. AYLWARD 
Vice President and General Counsel 


DUANE A. PATTERSON 
Secretary 


EDWARD P. GRACE 


Treasurer 


STANLEY F. HUCK 
Controller 


KEITH E. MATTERN 
Assistant Secretary 


JAMES K. PENDLETON 


Assistant Secretary 


WILLIAM R. WITHROW 
Assistant Treasurer 


RUSSELL L. BAUMANN 
Assistant Controller 


Transfer Agents 
Manufacturers Hanover Trust Company 
New York, New York 


Mercantile Trust Company National Association 
St. Louis, Missouri 


Registrars 
Morgan Guaranty Trust Company 
New York, New York 


St. Louis Union Trust Company 
St. Louis, Missouri 


Edward J. Riley 
1916-1975 


Operating Board 


MAURICE R. CHAMBERS 
Chairman of the Board and 
Chief Executive Officer of the Company 


WILLIAM L. EDWARDS, JR. 
Vice Chairman of the Board and 
Chief Administrative Officer of the Company 


JOHN K. RIEDY 
President and Chief Operating 
Officer of the Company 


RONALD L. AYLWARD 
Vice President and General 
Counsel of the Company 


LIONEL BAXTER 
President, Big Yank Corporation 


STANLEY M. COHEN 
President, Central Hardware Company 


WILLIAM B. COWDEN 
President, Cowden Manufacturing Company 


BARRY S. FINE 
President, Fine’s Men’s Shops, Inc., and 
Standard Sportswear, Inc. 


RICHARD P. HAMILTON 
President, The Florsheim Shoe Company 


PHILIP N. HIRSCH 
Chairman of the Board, 
P. N. Hirsch & Company 


DONALD G. MacLEOD 
President, Interco Savage Limited 


STANLEY MATZKIN 
President, Devon Apparel, Inc. 


JONATHAN P. MYERS 
President, Londontown Corporation 


J. CARL POWERS 
President, International Shoe Company 


CHARLES J. ROTHSCHILD, JR. 
President, 
Campus Sweater & Sportswear Company 


HARVEY SALIGMAN 
President, Queen Casuals, Inc. 


GERALD SIBLEY 
President, College-Town, Inc. 


JOHN WEIL 
President, Eagle Family Discount Stores, Inc. 
Dividend Disbursing Agent 


Mercantile Trust Company National Association 
St. Louis, Missouri 


Independent Accountants 


Peat, Marwick, Mitchell & Co. 
St. Louis, Missouri 


With profound regret, we note the untimely passing of Mr. Riley on 


December 8, 1975, after an extended illness. 


Mr. Riley was President of International Shoe Company at the time of his 
death, and a Director and Vice President of INTERCO INCORPORATED. 

Assuming the Presidency of International Shoe Company in May, 1969, 
Mr. Riley contributed enormously to the restructuring of that company and led it 
to new performance levels. His outstanding leadership qualities were recognized 
not only by his company, but also the shoe industry to which he contributed so 


much of his time and energy. 


He will, indeed, be greatly missed as a dedicated leader in every phase 


of his career. 


Principal Companies of INTERCO 


Apparel Manufacturing Group 


BIG YANK CORPORATION 
New York, New York 


THE BILTWELL COMPANY, INC. 
St. Louis, Missouri 


CAMPUS SWEATER & 
SPORTSWEAR COMPANY 
New York, New York 


COLLEGE-TOWN, INC. 
Braintree, Massachusetts 


COWDEN MANUFACTURING COMPANY 
Lexington, Kentucky 


DEVON APPAREL, INC. 
Philadelphia, Pennsylvania 


LONDONTOWN CORPORATION 
Baltimore, Maryland 


QUEEN CASUALS, INC. 
Philadelphia, Pennsylvania 


SIDNEY GOULD CO., LTD. 
Garden City Park, New York 


General Retail 
Merchandising Group 


CENTRAL HARDWARE COMPANY 
St. Louis, Missouri 


EAGLE FAMILY DISCOUNT STORES, INC. 
Miami, Florida 


FINE’S MEN’S SHOPS, INC. 

Norfolk, Virginia 

GOLDE’S DEPARTMENT STORES, INC. 
St. Louis, Missouri 


P.N. HIRSCH & COMPANY 
St. Louis, Missouri 


STANDARD SPORTSWEAR, INC. 
Pittsburgh, Pennsylvania 


UNITED SHIRT DISTRIBUTORS, INC. 
Detroit, Michigan 


Footwear Manufacturing and 
Retailing Group 


THE FLORSHEIM SHOE COMPANY 
Chicago, Illinois 

INTERNATIONAL SHOE COMPANY 
St. Louis, Missouri 


INTERCO SAVAGE LIMITED 
Cambridge, Ontario, Canada 


SENACK SHOES, INC. 
St. Louis, Missouri 


Corporate Offices 


Ten Broadway 
St. Louis, Missouri 63102 
(314) 231-1100 


Mailing Address: 
Post Office Box 8777 
St. Louis, Missouri 63102 
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